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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  operations  relating  to  the  Reimbursements  Program 
of  the  State  Department  of  Institutions  for  the  fiscal  year  ended  June  30, 
1972.   Our  audit  included  an  examination  of  the  Reimbursement  Division's 
expenditures  but  was  primarily  directed  to  an  evaluation  of  the  controls 
and  procedures  involved  in  the  collection  of  reimbursement  revenues  by  the 
department.   Our  audit  was  limited  to  an  evaluation  of  the  Reimbursements 
Program  and,  accordingly,  did  not  include  coverage  of  other  programs  ad- 
ministered by  the  department. 

We  have  discussed  in  the  body  of  this  report  areas  of  uncollected 
reimbursement  revenue  as  well  as  misappropriated  revenues  that  were  col- 
lected but  not  deposited  into  the  state  treasury.   We  believe  that  the 
amounts  involved,  although  unknown  in  the  case  of  uncollected  revenue, 
are  material  in  relation  to  the  deposited  revenue.   Accordingly,  we  be- 
lieve that  the  information  presented  by  the  department  as  to  the  amount 
of  revenues  collected  set  forth  on  page  5  of  this  report,  does  not  present 
fairly  the  revenue  of  the  department's  Reimbursements  Program  for  the  fiscal 
year  ended  June  30,  1972. 

We  submit  the  following  comments  and  recommendations. 
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COMMENTS 
SUMMARY 

The  primary  problem  concerning  the  department's  Reimbursement  Program 
during  the  1971-72  fiscal  year  was  the  inability  to  effectively  implement 
the  intent  and  provisions  of  Chapter  261,  Session  Laws  of  1971.   The  statu- 
tory changes  contained  in  this  legislation  provided  that,  effective  July  1, 
1971,  residents  of  state  institutions  who  are  otherwise  eligible,  are 
eligible  for  certain  benefits  under  Title  XIX  of  the  Federal  Social  Security 
Act  (Medicaid) .   Based  upon  the  enactment  of  this  law,  the  department  esti- 
mated that  an  additional  $1,700,000  in  federal  reimbursements  would  be 
realized  by  the  state  during  the  1971-73  biennium.   During  the  1971-72 
fiscal  year,  only  $85,113  in  medicaid  reimbursements  was  realized  by  the 
department.   Because  of  ineffective  planning  to  meet  the  Medicaid  require- 
ments, the  state  has  lost  a  substantial  amount  of  reimbursement  revenue 
that  was  available  from  this  source. 

Several  other  significant  deficiencies  exist  in  the  department's 
procedures  concerning  reimbursement  assessment  and  collection  procedures. 
These  deficiencies  include:   (1)  Absent  or  deficient  procedures  for  deter- 
mination of  existence  of  private  insurance  and  Part  "B"  Medicare  benefits, 
(2)  No  established  standards  for  use  in  setting  assessment  rates,  (3)  In- 
sufficient documentation  as  to  the  basis  for  the  assessments,  or  lack  of 
assessments,  being  made,  (4)  Inadequate  followup  when  requests  for  financial 
information  relating  to  ability  to  pay  are  not  returned,  (5)  Infrequent 
reevaluations  of  assessment  rates,  and  (6)  Delays  in  establishing  assessment 
rates. 

The  department's  procedures  relating  to  the  calculation  and  application 
of  reimbursement  rates  needs  to  be  improved.   The  current  system  involves 
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inconsistencies  in  the  criteria  used  by  the  institutions,  a  lack  of 
different  rates  for  different  programs,  and  working  papers  supporting 
the  calculations  are  often  not  retained. 

The  department  has  several  weaknesses  in  internal  control  relating 
to  the  Reimbursements  Program.   These  deficiencies  involve  the  recording 
and  deposit  of  collections,  and  segregation  of  duties  concerning  billing 
and  collection  procedures.   The  need  for  improved  controls  is  best  illustrated 
by  the  fact  that,  in  July  1972,  the  former  administrator  of  the  Reimbursements 
Division  was  convicted  of  misappropriating  over  $50,000  of  state  reimburse- 
ment revenues  for  his  personal  use. 

The  department's  accounting  system  for  the  Reimbursements  Program  needs 
to  be  improved  to  provide  needed  controls  and  information.  The  primary  need 
is  to  establish  formal  accounting  control  over  accounts  receivable. 

An  absence  of  standard  criteria  and   consistency  in  administration 
of  patients'  accounts  exist  at  the  institutions  we  visited,  and  this  has 
a  detrimental  effect  upon  the  Reimbursements  Program.   The  department  is 
retaining  patients'  excess  money  for  uses  other  than  care  and  maintenance. 
This  results  in  a  loss  of  appropriation  control  and  loss  of  available  federal 
financing. 

Each  of  these  deficiencies  and  our  recommendations  to  correct  the 
deficiencies  are  discussed  in  detail  in  this  report. 
GENERAL 

The  Department  of  Institutions  was  initially  created  in  1963  and  was 
given  the  responsibility  to  administer  the  programs  and  activities  of  the 
various  state  institutions.   The  Executive  Reorganization  Act  of  1971, 
under  Section  82A-800,  R.C.M.  1947,  also  provided  for  a  separate  Department 
of  Institutions  and  incorporated  only  minor  changes  in  the  organizational 
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structure  of  the  department,  with  the  exception  that  the  authority  and 
responsibility  for  administration  of  the  department  was  transferred  from 
the  Board  of  Institutions  to  the  department  director.   Some  responsibilities 
previously  administered  by  the  department  were  transferred  to  the  Department 
of  Law  Enforcement  and  Public  Safety.   The  new  department  became  effective 
December  17,  1971,  pursuant  to  Executive  Order  13-71. 

One  of  the  programs  administered  by  the  department  is  the  Reimbursement 
Program,  which  was  established  pursuant  to  legislation  enacted  in  1965. 
Sections  80-1601  through  1604,  R.C.M.  1947,  provide  for  the  department  to 
collect  and  process  per  diem  payments  for  the  care  of  residents  in  certain 
state  institutions  and  for  the  care  of  persons  in  foster  homes  or  group 
homes  under  the  Aftercare  Division  of  the  department. 

To  administer  the  Reimbursement  Program,  the  Rebimursement  Division 
was  established  as  a  major  organizational  unit  of  the  department.   The 
administrator  of  the  Reimbursements  Division  is  located  at  the  department's 
central  office  in  Helena,  and  has  five  reimbursement  officers  serving  the 
division  throughout  the  state.   These  officers  are  located  in  Galen,  Warm 
Springs,  Billings,  Great  Falls,  and  Missoula.   The  primary  function  of  these 
officers  is  to  verify  financial  information  submitted  concerning  the  ability 
of  state  institutions'  residents  and  responsible  persons  to  pay  for  the  cost 
of  the  residents'  care. 

In  determining  the  patients'  or  relatives'  ability  to  pay  for  patient 
care  and  maintenance  while  in  state  institutions,  the  department  is  required 
by  statute  to  investigate  all  sources  of  entitlements  that  are  available 
to  the  patient,  such  as  personal  income,  trust  estates,  private  insurance, 
private  retirement  benefits,  benefits  available  under  the  Federal  Social 
Security  Act  (Medicare,  Medicaid,  retirement,  etc.),  and  veterans'  benefits. 
The  money  received  is  required  by  statute  to  be  deposited  as  revenue  to  the 

General  Fund  because  the  cost  of  care  is  financed  by  appropriations  from 

the  General  Fund. 

-4- 


The  following  table  shows  by  institution  the  amount  of  collections  for 
the  Reimbursement  Program  that  were  deposited  to  the  General  Fund  for  the 
past  two  fiscal  years. 

Fiscal  Year 


33,957 

37,245 

751 

180 

46,314 

132,500 

3,802 

6,076 

207,486 

220,636 

$935,184 

$1,192,185 

Institution  1970-71     1971-72 

Galen  State  Hospital  $145,567   $   180,946 

Warm  Springs  State  Hospital  497,308     614,602 

Montana  Veterans1  Home 

Montana  Children's  Center 

Montana  Center  for  the  Aged 

Eastmont  Training  Center 

Boulder  River  School  &  Hospital 
Total 

As  discussed  later  in  this  report,  the  department  does  not  maintain  records 
to  show  the  classification  of  this  revenue  by  source  (e.g.  residents'  income, 
relatives'  payments,  private  insurance,  Medicaid,  etc.).   The  primary  reason 
for  the  significant  increases  in  revenue  collected  by  the  department  for  some 
facilities  in  1971-72  is  the  revenue  collected  under  the  Medicaid  Program, 
which  became  effective  for  many  institutionalized  patients  on  July  1,  1971. 

The  Reimbursements  Division,  from  its  creation  in  1965  until  May  1972, 
was  supervised  by  one  employee  known  as  the  Reimbursement  and  Federal  Entitle- 
ment Director.   Subsequent  to  executive  reorganization,  this  position  title 
was  changed  to  Administrator,  Reimbursement  Division.   In  May  1972,  the 
department  director  terminated  the  services  of  this  administrator.   Based 
on  the  fiduciary  position  of  the  individual  terminated  and  the  nature  of 
his  responsibilities,  we  suggested  that  the  department  director  review 
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the  division's  records  to  make  a  general  determination  if  revenues  were 
properly  accounted  for.   Upon  doing  so,  department  personnel  discovered 
several  discrepancies.   The  department  director  informed  our  office  of 
the  discrepancies  and  requested  an  audit  of  the  Reimbursements  Program. 
The  results  of  our  findings  were  released  to  the  Lewis  and  Clark  County 
Attorney  and,  as  a  result,  on  July  13,  1972,  the  former  administrator 
was  convicted  of  misappropriating  state  moneys  and  was  sentenced  to  serve 
a  term  in  Montana  State  Prison.   We  have  included  basic  information  re- 
garding the  misappropriated  moneys  along  with  the  results  of  our  audit 
of  the  program  in  this  report. 

MEDICAID,  MEDICARE,  AND  PRIVATE  INSURANCE  BENEFITS 
Medicaid 

Until  July  1,  1971,  the  residents  of  state  institutions  were  precluded 
by  state  law  from  being  eligible  for  participation  in  the  benefits  available 
to  those  otherwise  eligible  under  Title  XIX  of  the  Federal  Social  Security 
Act  (Medicaid).  However,  on  March  10,  1971,  the  law  lifting  this  limitation 
(Chapter  261,  Laws  of  1971)  was  signed  by  the  Governor  and  the  law  became 
effective  July  1,  1971. 

The  effect  of  this  change  is  that  a  substantial  amount  of  federal 
financial  support  became  available  for  the  care  and  maintenance  of  these 
residents.   Federal  participation  in  the  Medicaid  Program  has  been  67.16% 
since  July  1,  1971.   Based  upon  this  change,  the  department  included  the 
following  projection  in  the  1971  annual  report  to  the  Governor: 

"In  addition  to  the  projected  medicare  monies  listed  above, 
the  next  biennium  will  see  an  additional  $2,700,000  deposit 
to  the  general  fund  from  Title  XIX  -  Medicaid  -  a  joint  venture 
between  the  Department  of  Institutions,  Department  of  Welfare 
and  the  Federal  government." 

The  $2,700,000  estimate  included  a  matching  state  contribution  of 

$1,000,000  so  that  the  estimated  net  increase  to  the  state  was  the  projected 

federal  share  of  $1,700,000. 
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The  department  did  not  come  close  to  meeting  its  estimated  revenue 
from  this  new  source  during  the  1971-72  fiscal  year,  and  is  substantially 
behind  in  collecting  available  medicaid  reimbursements  in  1972-73.   The 
following  table  reflects  collections  from  this  source  through  September  30, 

1972. 

Medicaid  Revenue  Deposited 
FY  1971-72   7/1/72-9/30/72 

(a)  Warm  Springs  State  Hospital  $  3,608  $  18,508 

(b)  Galen  State  Hospital  20,066  35,279 

(c)  Boulder  River  School  &  Hospital  3,984  1,580 

(d)  Center  for  the  Aged  57,455  46,725 

Total  $85,112       $102,092 

Federal  regulations  require  that  in  order  for  patients  in  hospitals, 
nursing  homes,  etc.,  (private  or  public)  to  be  eligible  to  receive  benefits 
under  the  Medicaid  Program,  the  institution  must  be  licensed  and  certified 
by  the  state  health  and  welfare  agencies  as  meeting  required  minimum  quali- 
fications.  At  the  time  of  the  passage  of  the  state  law  deleting  the  pro- 
hibition of  state  institution  residents  to  participate  in  the  Medicaid 
Program  (March  1971) ,  three  of  the  above  four  institutions  did  not  meet 
the  minimum  qualifications  for  certain  services,  primarily  skilled  and 
intermediate  nursing  care.   The  Center  for  the  Aged  met  the  requirements 
because  that  was  already  the  prime  function  of  that  institution. 

It  was  over  one  year  later,  in  April  1972,  before  the  department  re- 
quested the  State  Department  of  Health  to  conduct  a  survey  of  the  institutions 
for  the  purpose  of  licensing  the  institutions  to  participate  in  the  Medicaid 
Program.   The  institutions  were  licensed  in  May  1972.   As  a  result  of  this 
one  year  delay,  the  state  lost  nearly  one  year  of  federal  reimbursements 
which,  based  upon  the  department's  projections,  ran  into  the  hundreds  of 
thousands  of  dollars. 
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We  acknowledge  that  preparing  the  institutions  to  meet  the  minimum 
requirements  for  participation  in  the  Medicaid  Program  may  have  required 
some  time.   However,  considering  the  department  had  over  three  months 
lead  time  before  the  institution  patients  became  eligible  (March  10  - 
June  30,  1971)  to  prepare  and  the  substantial  revenue  available  to  the 
state,  the  department  should  have  had  ample  time  to  prepare  rather  than 
taking  over  one  year  (March  1971  to  April  1972) ,  as  it  did  to  request  the 
licensing. 

The  large  increase  in  number  of  people  eligible  to  participate  because 
of  the  revised  law  resulted  in  a  substantial  increase  in  workload,  at  least 
initially,  for  the  State  Department  of  Social  and  Rehabilitation  Services 
(DSRS) ,  which  administers  the  Medicaid  Program  in  Montana.   The  Department 
of  Institutions  also  had  a  substantial  amount  of  work  to  do  in  accumulating 
the  information  that  the  DSRS  needs  to  put  the  institution  residents  on 
the  program.   As  a  result  of  this,  the  department  is  substantially  behind 
in  registering  the  eligible  institution  residents  in  the  program  and  col- 
lecting the  applicable  reimbursements.   For  example,  Boulder  River  School 
and  Hospital  has  submitted  a  total  of  717  applications  to  the  county  DSRS 
office  for  eligibility  determination.   There  are  still  294  applications 
pending  eligibility  determination. 

A  Medicare  and  Medicaid  center  was  established  in  late  1971,  by  the  depart- 
ment at  the  Galen  facility.   Its  purpose  is  to  coordinate  the  billing  and 
collecting  procedures  for  state  institution  residents  eligible  for  partici- 
pation in  these  programs.   There  are  approximately  35  applications  pending 
eligibility  determination  at  the  center.   However,  it  is  further  estimated 
that  there  are  approximately  450  potentially  eligible  patients  at  the  Galen 
and  Warm  Springs  institutions  for  whom  no  application  has  yet  been  submitted 
for  processing.   The  department  has  an  understanding  with  DSRS  that  all 

eligible  patients  may  be  billed  for  back  to  the  effective  date  that  the 
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institution  in  which  they  are  located  was  licensed.   DSRS  has  located 
one  eligibility  technician  at  this  center,  but  has  also  agreed  to  provide 
additional  eligibility  staff  to  cope  with  the  backlog. 

RECOMMENDATION 

We  recommend  that  the  department  coordinate  staffing  and  other 
needs  with  the  State  Department  of  Social  and  Rehabilitation 
Services  and  provide  for  procedures  to  eliminate  the  program 
backlog  and  to  collect  medicaid  revenue  on  a  timely  basis. 
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Medicare 

The  department  receives  payments  through  the  Federal  Medicare  Program 
for  eligible  patients  in  certain  institutions.   In  order  to  qualify,  the 
patient  must  be  over  65  years  of  age  and  receive  medically  related  care 
from  a  hospital  facility.   The  state  hospitals  at  Galen,  Warm  Springs,  and 
Boulder  qualify  in  this  respect  although  at  the  Boulder  facility,  patients 
are  under  65  years  of  age  and  are  not  eligible  for  medicare  benefits. 

Medicare  provides  two  basic  coverages  -  part  "A"  and  part  "B."  Part 
"A"  provides  for  hospital  related  care,  while  part  "B"  relates  to  physicians' 
services  provided.   During  1971-72,  Galen  State  Hospital  received  $53,514 
from  medicare  part  "A,"  and  $5,295  in  part  "B"  reimbursements. 

During  this  same  period,  Warm  Springs  State  Hospital  billed  for  the 
part  "A"  component  although  information  as  to  the  amount  collected  is  not 
available.   However,  this  institution  has  made  no  billing  nor  received  any 
payments  for  the  medicare  part  "B"  component,  although  the  institution  has 
been  eligible  to  receive  medicare  "B"  payments  for  eligible  patients  since 
July  1966. 

The  administrator  of  the  Medicare  Program  for  the  Federal  Government 
in  Montana  informed  us  that  they  had  advised  the  previous  reimbursement 
officer  at  Warm  Springs  in  June  1967,  that  this  coverage  was  available  to 
the  institution.   The  administrator  further  informed  us  that  Warm  Springs 
still  has  this  coverage  available  and,  in  addition,  may  be  eligible  for 
certain  psychiatric  benefits  available  which  could  provide  up  to  $250  per 
patient  per  year.   The  hospital  had  an  average  daily  patient  census  during 
1971-72  of  1,169. 

The  department  does  not  have  information  available  as  to  the  reasons 
why  the  reimbursement  for  this  coverage  has  not  been  sought  as  the  division 
administrator  and  the  reimbursement  officer  at  Warm  Springs  have  recently 
been  replaced. 
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Warm  Springs  State  Hospital  is  primarily  a  psychiatric  facility  but 
also  provides  medical  services.   The  institution's  accounting  system 
currently  does  not  provide  for  segregation  of  the  medical  component  from 
psychiatric  care.   Accordingly,  information  is  not  available  to  determine 
the  amount  of  the  missed  part  "B"  component  revenue.   The  missed  revenue 
could  be  quite  significant,  especially  in  terms  of  a  continuous  five- 
year  period. 

RECOMMENDATION 

We  recommend  that  the  department  revise  its  accounting  system  to 
provide  the  information  needed  to  apply  for  available  reimburse- 
ment of  psychiatric  and  medical  service  costs  at  Warm  Springs 
State  Hospital,   and  apply  for  such  reimbursement. 

Private  Insurance 

While  reviewing  the  Reimbursements  Program  activities  at  Boulder 
River  School  and  Hospital,  we  noted  a  complete  absence  of  procedures  to 
bill,  collect,  and  account  for  reimbursement  from  private  insurance  com- 
panies for  benefits  due  on  behalf  of  institutionalized  patients.   No  one 
at  the  institution  acknowledged  to  us  the  responsibility  for  overseeing 
collections  from  this  revenue  source.   The  records  maintained  by  the 
institution  were  not  adequate  to  determine  the  extent  to  which  patients 
are  covered  by  private  insurance.   Only  in  rare  instances  were  there  any 
billings  to  the  private  insurance  companies. 

Subsequent  to  our  inquiry,  in  July  1972,  the  department  furnished 
the  institution  with  the  names  of  54  patients  who,  according  to  the  finan- 
cial statements  on  file  at  the  central  office,  carried  private  insurance. 
In  October  1972,  the  department  initiated  procedures  to  determine  if  any 
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of  this  potential  revenue  can  be  collected. 

The  insurance  collection  problem  is  compounded  by  the  fact  that  if 
the  insurance  carrier  is  not  declared  on  the  responsible  person's  financial 
statement,  and  if  the  particular  case  isn't  assigned  for  full  investigation, 
responsible  department  personnel  will  not  be  aware  of  whether  there  are 
any  private  insurance  benefits  available.   Furthermore,  when  a  patient 
and/or  his  responsible  relatives  are  declared  indigent  by  the  department, 
they  are  not  required  to  make  per  diem  payments.   Consequently,  in  these 
instances,  there  is  less  incentive  to  report  the  insurance  carrier's 
name.   The  department's  present  system  will  not  provide  information  to 
determine  the  amount  of  revenue  lost  due  to  the  department's  failure  to 
pursue  this  source,  but  considering  the  fact  that  at  least  54  patients 
carry  some  coverage,  the  loss  could  be  substantial. 

We  noted  that  at  Warm  Springs  State  Hospital  the  responsibilities 
of  overseeing  this  revenue  source  were  fixed,  billings  were  mailed,  but 
there  were  no  regular  followup  procedures  when  the  companies  did  not  remit 
payment.   Accordingly,  this  aspect  of  the  Reimbursement  Program  is  less 
than  fully  effective  at  this  institution. 

In  summary,  the  department  has  not  fixed  responsibility  for  pursuing 
this  revenue  source  in  many  cases,  nor  has  it  established  procedures  to 
carry  out  that  responsibility.   Such  steps  are  fundamental  to  insure 
maximum  reimbursement  from  private  insurance  companies. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.     Fix  responsibilities  for  overseeing  reimbursement  billings 
to  and  collections  from  private  insurance  companies. 
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2.      Establish  -procedures  to  determine  patients'  insurance 

coverage  and  to  carry  out  the  responsibilities  of  billing 
and  collecting  private  insurance  company  benefits. 

REVENUE  ASSESSMENT  AND  COLLECTION  PROCEDURES 

As  pointed  out  earlier  in  this  report,  the  department  is  required  by 
law  to  determine  the  ability  of  residents  in  state  institutions  or  persons 
responsible  for  them  to  contribute  to  the  cost  of  care  of  the  residents 
while  in  the  institutions.   Upon  making  these  determinations,  the  depart- 
ment is  further  required  to  make  assessments  of  per  aiem  charges  and 
collect  the  assessments.   In  our  review  of  the  Reimbursements  Program, 
we  noted  several  areas  where  we  believe  these  statutory  requirements  are 
not  being  effectively  carried  out. 
Determination  of  Assessment 

In  numerous  instances  we  noted  that  the  department  does  not  have 
documented  the  basis  for  the  amount  assessed.   Responsible  department 
personnel  informed  us  that  the  department  does  not  have  objective  standards 
on  which  to  make  assessments,  but  rather,  in  addition  to  financial  data, 
the  decisions  are  based  on  subjective  information  such  as  appearance  of 
home,  character  of  responsible  persons,  etc.  We  disagree  with  the  con- 
cept of  emphasizing  such  subjective  information  and  believe   that  all 
assessments  should  be  supported  by  available  objective  information. 

We  examined  the  records  available  at   Boulder  and  Warm  Springs  to  deter- 
mine the  extent  to  which  the  basis  for  assessments  was  documented.   The 
per  diem  rate  at  these  institutions  reviewed  were  $11.30  and  $12.81,  which, 
when  computed  on  a  monthly  basis   is     $343.70  and  $389.63  respectively. 
If  either  the  patient  or  the  responsible  persons  were  assessed  full  per  diem, 
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these  are  the  amounts  that  would  be  billed  for  each  patient.   Seldom  is 
the  full  rate  assessed. 

We  noted  numerous  instances  where  the  information  in  the  department's 
records  did  not  demonstrate  the  basis  for  low  assessments.   Based  on  these 
instances,  we  believe  that  the  department's  basis  for  determination  of 
assessments  is  too  subjective.   Objective  standards  and  procedures  need  to 
be  established  in  order  to  make  equitable  assessments  and  collect  proper  . 
revenue.   It  is  imperative  that  questionable  items  of  expenditure,  excess 
income,  the  indigent  classification,  or  other  similar  items,  be  satisfactorily 
explained  and  documented  in  the  case  files.   As  long  as  the  present  situation 
exists  where  the  reimbursement  officers  need  follow  no  objective  standards, 
the  Reimbursement  Program  will  not  operate  as  effectively  as  it  should. 

RECOMMENDATION 

We  recommend  that  the  department  establish  and  follow  objective 
standards  and  guidelines  in  making  assessment  determinations, 
and  document  the  basis  for  each  determination  in  the  case  file. 

Timeliness  of  Assessments 

We  observed  that  in  several  instances  there  was  a  considerable  delay 
between  the  time  the  resident  was  admitted  and  the  ability  to  pay  was 
determined  and  an  assessment  made.   In  these  instances,  the  department 
made  no  effort  in  any  of  the  cases  sampled  to  assess  per  diem  retroactively 
to  the  time  of  the  patient's  admittance  to  an  institution.   Thus,  any  delay 
where  an  assessment  was  made  resulted  in  lost  general  fund  revenue. 

In  order  to  effectively  administer  the  Reimbursements  Program,  ±t   ±s 
essential  that  timely  determinations  and  assessments  be  made. 

RECOMMENDATION 

We  recommend  that  the  department  establish  procedures  to  insure 
a  timely  assessment  of  per  diem  charges. 


Reevaluation  of  Assessments 

The  department  does  not  regularly  reevaluate  the  assessments  or  finan- 
cial position  of  the  responsible  persons  or  the  patients.   Several  patients 
are  in  the  institutions  for  long  periods  of  time,  often  covering  several 
years.   During  this  period,  a  responsible  person's  financial  position  could 
change  materially.   Yet  the  department  has  no  procedures  to  regularly  re- 
evaluate their  ability  to  pay  the  appropriate  per  diem.   We  noted  instances 
where  there  were  delays  in  excess  of  five  years  between  the  initial  per 
diem  assessment  and  any  reevaluation  of  the  prior  assessment. 

Reevaluation  should  be  an  integral  function  of  the  Reimbursements 
Program  in  order  to  insure  equitable  assessments  based  on  current  informa- 
tion.  The  department's  lack  of  control  over  this  area  results  in  outdated 
assessments  and  lost  revenue  to  the  state. 

RECOMMENDATION 

We  recommend  that  the  department  establish  regular  and  timely 
reevaluation  of  assessments  as  an  integral  operating  procedure. 

Followup  Procedures 

We  noted  many  instances  where  requests  for  financial  information  were 
mailed  but  were  not  returned.   This  is  understandable;  however,  the  depart- 
ment has  not  established  effective  followup  procedures  to  insure  the  receipt 
of  the  necessary  financial  data. 


The  department  cannot  make  the  needed  timely  assessments  without  pro- 
viding for  adequate  followup  in  those  instances  where  information  is  not 
received.   In  our  opinion,  the  department  should  incorporate  procedures 


-15- 


to  provide  for  this.   In  our  opinion,  it  would  take  little  additional 
effort  to  maintain  records  of  unreceived  financial  data  or  to  send  followup 
letters.   Cases  could  be  assigned  on  a  regular  basis  to  field  reimbursement 
officers  to  pursue  the  issue  when  the  patient  or  relatives  do  not  respond 
within  a  reasonable  time. 

RECOMMENDATION 

We  recommend  that  the  department  incorporate  procedures  to  follow 

up  on  a  regular  and  systematic  basis  on  unreceived  financial 

data. 

Financial  Statements  -  Filing  and  Documentation 

The  Reimbursement  Program  at  Warm  Springs  does  not  include  the  mainten- 
ance of  individual  case  files  of  institution  residents.   Instead,  financial 
statements  and  related  information  are  filed  alphabetically  by  fiscal  year. 
This  is  a  cumbersome  system.   Historical  data  is  not  accumulated  in  a  single 
location,   and  it  is  often  difficult  to  obtain  needed  information  on  a  timely 
basis.   Efficient  procedures  will  not  result  unless  individual  case 
files  are  established  where  all  financial  data  relating  to  individual  resi- 
dents and  other  documentation  relating  to  assessments  or  reasons  of  failing 
to  assess  can  be  accumulated. 

We  examined  30  cases  to  evaluate  the  basis  for  assessments.   In  21  of 
the  instances  there  was  no  assessment  made,  nor  was  there  adequate  documenta- 
tion to  illustrate  the  basis  for  not  making  an  assessment. 

There  were  several  instances  where  no  statements  were  mailed  to  responsible 
persons,  which  is  understandable  where  there  are  no  living  relatives.   The 
problem  is  not  that  the  statements  weren't  mailed,  but  that  there  is  a  severe 
lack  of  documentation  as  to  why.   By  reviewing  the  admittance  forms,  the 
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department  can  determine  whether  the  patient  has  declared  any  relatives 
or  other  responsible  persons.  However,  we  believe  that  it  is  necessary 
to  verify  and  document  the  reasons  for  not  obtaining  financial  data  and 
to  file  the  documentation  under  the  patient's  name. 

RECOMMENDATION 

We  recommend  that  the  department  establish  individual  ease  files  by 

patient  name  for  the  financial  data  and  supporting  documentation 

relating  to  per  diem  assessments  or  non-assessments . 

PER  DIEM  RATE  CALCULATIONS 

Per  diem  is  defined  in  Section  80-1602,  R.C.M.  1947,  as  the: 

"gross  daily  cost  of  operating  an  institution,  excluding 
capital  outlay  for  physical  plant  and  the  cost  of  edu- 
cational programs,  divided  by  the  full-time  equivalent 
resident  load.   The  per  diem  may  be  computed  separately 
for  distinctively  different  programs  at  multipurpose 
institutions." 

In  our  review  of  the  department's  procedures  used  to  calculate  per 
diem  costs,  we  found  weaknesses  which  we  believe  should  be  corrected. 
These  weaknesses  and  our  corresponding  recommendations  to  correct  them 
are  discussed  below. 

Criteria  and  Working  Papers 

The  department  has  no  established  criteria  for  the  determination  of 
institutional  per  diem  rates.   Since  July  1,  1971,  the  rates  have  been 
computed  by  the  administrator  of  the  Reimbursements  Division,  using  the 
financial  data  in  the  institutions'  budget  status  reports  prepared  by 
the  Department  of  Administration.   Previously  the  institutions  computed 
their  own  rates.   These  reports  have  not  always  been  compared  to  the  financial 
data  at  the  institutions,  nor  were  the  determined  rates  always  reviewed  with 
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institutional  personnel.   There  is  no  determination  whether  the  expenditures 
were  properly  classified  on  the  reports,  or  whether  education  and  capital 
expenditures  were  recorded  correctly.   One  institution  computed  its  own 
per  diem  rates  to  be  $13.01,  while  the  administrator  had  computed  a  rate 
of  $12.81.   There  was  no  attempt  to  reconcile  the  rates  even  though  the 
apparent  small  difference  of  20c  could  have  a  $9,000-$10,000  effect  on 
total  fiscal  year  collections. 

The  definition  of  per  diem  specifically  excludes  expenditures  for 
educational  programs  and  capital  outlay  for  physical  plant.   Yet  our  dis- 
cussions indicate  apparent  confusion  on  the  part  of  department  personnel 
in  this  area.   For  example,  at  Warm  Springs  the  chief  accountant  has 
been  including  administration  capital  expenditures  for  per  diem  computation 
for  several  years.   The  division  administrator  informed  him  that  these  items 
were  to  be  excluded.   In  another  instance  our  auditors  were  informed  by 
institutional  accounting  clerks  that  they  had  no  idea  whether  certain 
educational  expenditures  were  to  be  included  or  excluded.   Generally,  the 
institutions  have  been  capitalizing  expenditures  in  excess  of  $100,  which 
is  the  guideline  established  by  the  Department  of  Administration.   We  noted 
at  one  institution  where  library  books  costing  less  than  $100,  which  they 
usually  do,  were  capitalized  and  incorrectly  excluded  from  per  diem  compu- 
tations.  The  point  is  that  the  institutional  accounting  clerks  have  been 
given  no  guidelines,  procedures,  or  instructions  to  follow,  except  on  an 
infrequent  basis.   As  a  result,  the  inclusion  or  exclusion  of  certain 
expenditures,  as  shown  above,  may  be  questionable. 

During  our  audit  we  planned  to  evaluate  the  per  diem  rates  computed 
by  the  division  administrator.  However,  the  department  did  not  have  available 
the  necessary  information  to  do  so.   That  is,  the  administrator  did  not  have 
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any  supporting  working  papers  in  the  files  as  to  how  the  rates  were  computed. 
We  made  computations  utilizing  the  budget  status  reports,  but  could  not  verify 
the  rates  used  by  the  administrator.   To  insure  that  the  appropriate  rates 
are  used,  the  financial  data  used  for  per  diem  computation  purposes  should 
be  evaluated  by  responsible  department  personnel  and  the  computations  and 
data  used  should  be  retained  for  subsequent  reference. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Establish  written  policies  and  procedures  for  institutional 
personnel  regarding  accounting  for  and  recording  of  entries 
that  affect  per  diem  rates. 

2.  Review  financial  data  at  the  institutions  and  evaluate  it 
to  determine  per  diem  rates. 

3.  Review  per  diem  rates  with  institutional  personnel  before 
adopting  the  calculated  rate. 

4.  Incorporate  permanent  filing  procedures  for  per  diem  rate 
computations  and  supporting  financial  data. 

Multipurpose  Institutions 

Only  one  per  diem  rate  is  currently  used  for  some  institutions,  yet  the 
services  rendered  to  individual  residents  may  vary  substantially.   A  prime 
example  is  at  Warm  Springs  State  Hospital  where  the  primary  function  of  this 
institution  is  the  care,  treatment,  and  rehabilitation  of  the  mentally  ill. 
However,  the  institution  also  maintains  an  alcoholic  rehabilitation  program, 
medical-surgical  service,  forensic  psychiatry  service  (criminally  insane  as 
committed  by  the  courts) ,  geriatric  service  with  emphasis  on  rehabilitative 
and  remotivational  care,  and  a  special  unit  to  deal  with  problems  connected 
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with  children,  drug  abuse,  and  behavioral  problems.   Yet,  no  matter  how 
extensive  or  slight  the  care,  program,  or  service  rendered,  only  one  per 
diem  rate  is  calculated  for  Warm  Springs  residents.   We  believe  that  such 
a  procedure  is  inequitable,  particularly  to  those  residents  needing  and 
receiving  less  extensive  and/or  less  costly  care.   This  amounts  to  some 
residents  subsidizing  the  care  of  others. 

The  legislature  has  previously  addressed  the  problem  when  it  provided 
in  Section  80-1602,  R.C.M.  1947,  that  "...  the  per  diem  may  be  computed 
separately  for  distinctively  different  programs  at  multipurpose  institutions." 
We  recognize  that  to  compute  different  per  diem  rates  at  an  institution 
would  necessitate  an  accounting  system  that  would  provide  separate  program 
and  service  accountability.  However,  it  is  our  opinion  that  such  a  change 
merits  the  consideration  of  the  department. 

The  problem  can  best  be  illustrated  with  an  actual  case.   The  resident 
at  one  institution  received  extensive  hospital  care  which  included  ortho- 
pedic surgery.   The  institution  billed  the  resident's  insurance  company 
$8,674  for  this  care.   The  billing  was  based  on  actual  costs  for  314 
hospital  days.   If  the  resident's  parents  had  reimbursed  the  institution 
at  full  per  diem  for  the  314  day  period,  the  maximum  reimbursement  received 
would  have  been  approximately  $2,500,  and  this  resident's  costs  would  have 
been  subsidized  by  others  receiving  less  extensive  care.   In  actuality,  the 
resident's  parents  were  not  paying  the  full  per  diem  but  were  contributing 
$60  per  month.   The  parents  received  approximately  $1,500  from  the  insurance 
company  and  the  institution  received  $6,250.   The  department  attempted  to 
collect  the  $1,500  from  the  parents  but  were  unsuccessful  in  their  efforts. 
It  was  the  parent's  position  that  $6,250  was  adequate  compensation  to  the 
state,  considering  they  were  paying  $60  per  month  in  addition,  and  considering 
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that  the  institution  would  have  collected  only  $2,500  by  billing  and  collect- 
ing full  per  diem  rates.   We  believe  that  different  rates  for  different  levels 
of  care  could  prevent  this  and  similar  problems.   The  rates  could  be  adjusted 
annually  and  provide  a  much  more  equitable  reimbursement  revenue  collection 
system. 

RECOMMENDATION 

We  recommend  that  the  department  consider  different  reimbursement 
rates  for  different  levels  of  care  at  multipurpose  institutions. 

INTERNAL  CONTROL  OVER  REIMBURSEMENT  REVENUES 

There  are  various  methods  and  techniques  of  achieving  good  internal 
control,  but  it  ordinarily  includes  at  least  the  following  characteristics: 

(1)  An  appropriate  segregation  of  functional  duties, 

(2)  Adequate  procedures  to  provide  reasonable  accounting 
control  over  assets,  revenues,  etc., 

(3)  Sound  practices  to  be  followed  in  performance  of  the 
duties  and  functions,  and 

(4)  A  degree  of  quality  of  personnel  commensurate  with 
responsibilities . 

In  our  review  of  internal  control  over  reimbursement  revenues,  we 
noted  serious  weaknesses  which  we  believe  should  be  corrected.   We  have 
recommended  changes  below,  the  implementation  of  which  should  correct  these 
deficiencies  and  provide  for  an  effective  system  of  internal  control. 
Segregation  of  Accounting  and  Cashiering  Functions 

At  the  central  office  in  Helena  and  at  Warm  Springs,  the  accounting, 
billing,  and  cashiering  responsibilities  are  delegated  to  one  person.   When 
one  person  has  control  of  all  the  reimbursement  revenue  transactions  as  in 
these  instances,  serious  weaknesses  in  internal  control  exist.   The  accounting 
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and  cashiering  responsibilities  should  be  segregated.   For  example,  if  the 
accounting  clerk  prepares  the  billings  and  records  the  receipts  in  the 
journal,  he  should  not  have  access  to  incoming  revenues.   There  are  several 
alternatives  and  an  acceptable  one  would  be  for  another  person  to  receive, 
list,  and  deposit  the  incoming  revenue.   Reassignment  of  responsi- 
bilities could  greatly  enhance  institutional  internal  control  over  revenues. 

RECOMMENDATION 

We  recommend  that  the  department  segregate  the  duties  associated 
with  billing  and  receipt  of  cash. 

Cash  Recording  and  Depositing  Procedures 

The  central  office  in  Helena  bills  for  most  of  the  care  and  maintenance 
of  residents  in  state  institutions  as  provided  by  law.  Warm  Springs  State 
Hospital  has  historically  performed  its  own  care  and  maintenance  billings 
because  of  its  large  volume  of  activity.   Each  state  institution  is  responsible 
for  its  own  medicare  and  private  insurance  billings.   The  medicaid  billings 
for  all  the  institutions  are  handled  by  the  reimbursement  office  at  Galen 
State  Hospital.   Consequently,  revenues  are  received  at  the  central  office 
and  the  various  institutions. 

We  observed  that  control  over  the  incoming  revenue  is  weak,  and  at 
some  locations,  nonexistent.   For  example,  Galen  records  revenue  in  informal 
records  as  it  is  received.  Most  checks  are  then  endorsed  and  sent  to  the 
central  office  by  certified  mail.   The  former  administrator  of  the  Reimburse- 
ments Division  personally  picked  up  some  of  the  checks  received  at  Galen. 
Warm  Springs  does  not  record  revenue  upon  its  receipt,  but  endorses  the 
checks  and  files  them  alphabetically  by  payor  until  a  deposit  is  made.   When 
it  is  believed  there  are  sufficient  revenues  to  warrant  a  deposit,  a  deposit 
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slip  is  prepared  and  the  revenues  received  are  recorded,  and  the  moneys 
deposited. 

We  observed  that  lengthy  delays  between  deposits  frequently  occur. 
Galen,  for  example,  makes  sporadic  deposits  to  the  bank  in  the  vicinity 
of  the  institution.   An  analysis  of  the  deposits  by  Warm  Springs  disclosed 
that  checks  are  often  held  in  excess  of  two  weeks  before  depositing.   De- 
posits were  made  approximately  every  two  weeks  and  averaged  $14,000  per 
deposit  throughout  the  1971-72  fiscal  year. 

The  department  does  not  perform  any  independent  reconciliation  of 
reimbursement  revenues.   The  accounting  clerk  at  the  central  office  cur- 
rently checks  items  which  do  not  agree  among  various  revenue  summaries, 
i.e.,  data  processing  revenue  listings,  control  accounts,  and  treasurer's 
receipts.   The  division  clerk  at  Warm  Springs  reconciles  the  deposits  with 
the  cash  receipts  journal  on  a  monthly  basis.   In  both  instances  the  clerks 
performing  these  limited  reconciliation  functions  are  the  same  personnel 
responsible  for  billing,  receiving,  accounting  for,  and  depositing  the 
revenue . 

Information  was  only  sparsely  available  to  reflect  what  reconciliations 
were  completed.   It  is  difficult  to  perform  proper  reconciliations  if 
adequate  records  are  not  maintained  to  complete  them.   There  can  be  no 
reconciliation  between  the  revenues  received  in  the  mail  and  the  revenue 
deposited  if  revenues  are  not  recorded  when  received.   It  accomplishes 
little  to  reconcile  between  the  receipts  journal  and  the  deposits  made 
when  the  same  employee  has  total  control  over  both  functions. 

In  summary,  the  procedures  described  above  currently  employed  by  the 
department  are  not  consistent  with  good  internal  control.   Cash  receipts 
should  be  prelisted  by  an  employee  separate  from  the  one  who  has  control 
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of  accounts  receivable  records,  deposits  should  be  made  on  a  timely  basis, 
and  formal  reconciliations  should  be  made  on  a  regular  basis  to  provide 
accountability  over  revenues.   To  incorporate  these  controls  in  the  system, 
the  department  should  establish  specific  written  cash  handling  procedures 
consistent  with  the  guidelines  established  in  Management  Memo  72-2  issued 
January  21,  1972,  by  the  State  Department  of  Administration. 

RECOMMENDATION 

We  recommend  that  the  department  establish  cash  handling 
procedural  control  by: 

1.  Requiring  that  revenues  be  listed  upon  receipt. 

2.  Providing  for  timely  deposits  of  cash  collections 
to  the  state  treasurer's  account  at  the   local  bank. 

3.  Providing  for  formal  reconciliations  of  revenue. 

Misappropriation  of  State  Revenue 

The  need  for  good  internal  control  can  best  be  illustrated  by  the  fact 
that  the  former  administrator  of  the  Reimbursements  Division  was  convicted 
on  July  13,  1972,  of  misappropriating  for  his  own  use  state  reimbursement 
revenue  totaling  approximately  $57,000,  over  a  two  and  one-half  year  period 
ending  in  May  1972.   The  former  administrator  is  now  serving  a  term  in 
Montana  State  Prison  for  this  offense. 

The  administrator  employed  the  procedure  of  intercepting  reimbursement 
revenues  from  various  sources  -  private  insurance,  Medicare,  and  Medicaid  - 
and  depositing  the  revenues  to  a  local  bank  account  solely  under  his  control. 
He  then  wrote  checks  against  the  account  for  cash,  personal  car  payments, 
etc.,  thus  converting  state  moneys  to  personal  use. 

A  system  that  will  permit  a  department  employee  to  convert  state  money 
to  personal  use  for  over  2-1/2  years  without  his  being  detected  is  deficient 
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and  can  be  costly,  as  in  this  instance.   However,  the  previous  administrator 
was  a  bonded  employee  of  the  state  of  Montana.   Consequently,  the  state 
should  receive  full  reimbursement  from  the  bonding  company  for  the  state 
moneys  that  can  be  identified  as  having  been  converted  to  personal  use. 
Notwithstanding  this  reimbursement  from  the  bonding  company,  we  believe 
that  proper  internal  controls  should  be  incorporated  into  the  department's 
system  to  preclude  such  occurrences  in  the  future. 
ACCOUNTING  SYSTEM 

Recording  Procedures 

The  Reimbursement  Division  central  office  records  all  collections  in 
control  and  subsidiary  accounts  with  the  exception  of  Warm  Springs  State 
Hospital  reimbursement  collections.   There  is  a  reimbursement  clerk  perma- 
nently assigned  to  Warm  Springs  whose  duty,  among  others,  is  to  account 
for  that  institution's  reimbursement  revenues.   Consequently,  under  the 
present  system,  accounting  for  the  revenues  is  performed  at  two  separate 
locations.   During  our  review  we  noted  that  the  central  office  maintains 
no  control  account  for  Warm  Springs  collections  of  medicare,  private  insurance, 
or  care  and  maintenance  payments.   The  clerk  at  Warm  Springs  maintains 
individual  account  records  but  no  control  accounts. 

At  both  locations  charges  are  not  recorded  in  the  accounts  when  the 
billings  are  made,  but  rather,  they  are  recorded  when  the  revenues  are 
received.   Thus,  the  individual  accounts  generally  show  no  balances  due, 
only  the  charges  and  credits  based  upon  receipts.   As  a  result,  the  only 
purpose  served  by  the  control  cards  at  the  central  office  is  to  show  by 
institution  total  charges  for  which  collections  have  been  made.   Accordingly, 
the  records  indicate  that  residents  are  paid  up  on  a  current  basis,  that 
the  department  collects  all  of  the  billings  due,  and  that  there  are  no 
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4.      Require  control  accounts  to  be  maintained  by  the  Warm 
Springs  facility  so   long  as  that  institution  maintains 
its  records  separately . 

Classification  of  Reimbursement  Collections 

The  department  does  not  maintain  a  revenue  classification  system  to 
show  the  source  of  the  institution  reimbursement  collections.   The  new 
statewide  accounting  system  can  provide  this  information  if  the  input  is 
coded  accordingly.   Such  information  by  source,  such  as  private  insurance, 
Medicaid,  Medicare,  relatives'  contributions,  etc.,  would  be  valuable  for 
management  control  and  evaluation  purposes.   Trends  could  be  identified 
and  any  necessary  action  could  be  taken  on  a  timely  basis. 

RECOMMENDATION 

We  recommend  that  the  department  initiate  the  procedures  necessary 
to  have  institution  reimbursement  collections  accounted  for  by 
source  of  the  payment  as  well  as  by  individual  institution. 
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400 

$  152 

$  552 

500 

478 

978 

500 

816 

1,316 

400 

699 

1,099 

400 

866 

1,266 

600 

106 

706 

1,000 

439 

1,439 

as  a  resource  to  public  assistance  recipients  up  to  $500,  and  $1,000 

earmarked  for  burial  is  similarly  disregarded. 

We  were  informed  by  responsible  department  personnel  that  they 

attempt  to  use  the  above  guidelines  in  their  determination  of  the  "excess 

moneys"  that  are  available  for  assessment.   Our  review  disclosed  that  the 

policy  varies  between  institutions  and  that  there  is  no  logical  procedure 

followed  to  reduce  large  account  balances.   Examples  are  shown  below, 

none  of  which  include  patients  receiving  veterans'  benefits: 

Savings      Checking 
Balance      Balance        Total 
Boulder 

Patient 

A 
B 
C 
D 
E 
F 
G 

Warm  Springs 

H 
I 
J 
K 
L 

Boulder  has  attempted  to  maintain  savings  accounts  not  to  exceed  $500, 
but  unexplained  exceptions  are  shown.   There  appears  to  be  no  limit  on 
accumulated  checking  account  balances.   At  Warm  Springs  there  are  no  attempts 
to  maintain  any  particular  balance. 

In  November  1971,  a  memo  was  distributed  by  the  previous  administrator 
of  the  Reimbursements  Division  regarding  the  procedures  to  follow  to  increase 
monthly  assessments  on  patient  accounts.   However,  the  method  employed  is 
somewhat  inequitable  and  appears  arbitrary,  as  the  following  situations 
noted  at  Warm  Springs  illustrate. 
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903 

249 

1,152 

1,148 

153 

1,301 

1,322 

321 

1,643 

-0- 

732 

732 

861 

527 

1,388 

Monthly  Assessment 


Monthly 

Account 

Prior  to 

12/1/71- 

Patient 

Income 

Balance 

12/1/71 

6/30/72 

M 

$  70 

$1,307 

$40 

$  80 

N 

127 

1,301 

90 

180 

0 

87 

1,725 

55 

165 

P 

96 

1,337 

-0- 

67 

Q 

81 

507 

-0- 

60 

R 

43 

953 

30 

57 

S 

43 

943 

25 

45 

T 

42 

806 

20 

34 

U 

70 

1,300 

35 

70 

V 

70 

922 

50 

90 

There  is  no  documentation  to  demonstrate  the  basis  for  several 
inconsistencies : 

(1)  Patient  M,  who  has  the  same  monthly  income  and  a  greater 
account  balance  than  patient  V,  is  assessed  less. 

(2)  Patient  M  has  less  income  and  about  the  same  account  balance 
as  patient  P,  but  is  assessed  more. 

(3)  Patient  P,  who  receives  $96  each  month  and  has  over  $1,300 
in  his  account,  is  assessed  only  $67  each  month.   The  situa- 
tion is  similar  with  patients  Q,  S,  T,  and  U.   These  account 
balances  will  never  be  reduced  through  these  low  assessments; 
in  fact,  some  may  increase.   The  full  monthly  per  diem  rate 
at  the  institution  is  $389.63. 

On  July  1,  1972,  the  department  further  increased  assessments  against 
some  patient  accounts,  but  again  there  are  apparent  inequities  that  the 
records  do  not  explain. 


Monthly       Account 
Patient  Income        Balance 


W  $  43  $539 

X  66  561 

Y  43  851 

Z  122  912 


Monthly 

Assessment 

12/1/71  to 
6/30/72 

7/1/72 

$20 
-0- 
20 
90 

$  20 

45 

25 

325 
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In  the  first  three  instances,  the  assessment  is  substantially  below 
the  monthly  income  so  the  account  balances  will  continue  to  increase. 
In  the  fourth  instance,  the  assessment  is  so  high  that  the  account  balance 
will  be  depleted  in  three  months  and  the  monthly  income  is  not  sufficient 
to  continue  paying  the  assessment. 

Arbitrary  procedures  result  in  inequitable  assessments.   The  depart- 
ment needs  to  establish  criteria,  based  on  existing  regulations  of  other 
governing  bodies  and  on  reasonableness,  to  use  for  determination  of  maximum 
account  balances  and  monthly  assessment  of  patient  accounts.   The  established 
criteria  should  be  applicable  to  all  institutions  and  not  vary  from  one  to 
another  as  is  done  now.   Exceptional  cases  can  always  be  considered  on  a 
case-to-case  basis.   In  addition,  the  basis  for  each  assessment  should  be 
documented  in  the  patient's  records  to  demonstrate  that  the  established 
criteria  was  followed. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Establish  institutionwide  maximum  patient  account 
balances  consistent  with  regulations  of  other 
governing  bodies. 

2.  Establish  uniform  standards  and  procedures  for 
making  assessments  on  patient  accounts. 

3.  Document  the  basis  for  each  assessment  in  the 
patient  records. 

Rehabilitation  and  Foster  Care  Placements 

Section  80-1601,  R.C.M.  1947,  provides  for  the  collection  and  processing 
of  per  diem  payments  for  the  care  of  those  persons  in  foster  homes  or  group 
homes  under  the  jurisdiction  of  the  Aftercare  Division  of  the  department. 
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The  foster  care  program  is  operated  in  conjunction  with  the  State  Department 
of  Social  and  Rehabilitation  Services.   The  Federal  Government  provided 
federal  financing  at  the  rate  of  67.16%  for  the  1971-72  fiscal  year  for 
those  children  in  need  of  such  care  who  were  eligible  for  assistance  under 
the  Aid  to  Families  With  Dependent  Children  (AFDC)  Program.   Many  of  the 
patients  in  institutions  who  are  subsequently  placed  in  foster  homes  are 
AFDC  related  children. 

The  present  administrator  of  the  Reimbursement  Division,  in  July  1972, 
attempted  to  assess  the  personal  accounts  of  these  and  other  patients  at 
the  Boulder  institution  but  met  opposition  from  the  institution  superin- 
tendent.  The  superintendent  did  not  want  the  accounts  of  those  patients 
assessed  who  were  ready  for  placement  or  would  be  placed  in  foster  homes 
after  July  1973.   A  meeting  was  held  and  the  decision  reached  that  an 
additional  $1,000  in  the  account  of  each  patient  considered  placeable  in 
a  foster  home  "...  will  be  reserved  for  placement  or  rehabilitation 
or  clinical  needs  .  .  .  ."  while  in  the  institution,  or  maintenance  cost 
while  in  the  foster  care  home. 

In  our  opinion,  this  decision  is  questionable  for  various  reasons. 
The  assessment  and  account  balance  limitations  apply  to  only  one  of  several 
institutions.   The  accounts  can  be  reduced  below  the  maximums  for  "placement 
and  rehabilitation,"  but  not  for  care  and  maintenance.   The  institution 
decides  what  "rehabilitation"  is  or  what  amount  will  be  spent  for  placement. 
The  procedures  allow  for  patients  under  the  maximums  to  build  an  estate 
without  payment  for  care  and  maintenance.   The  procedures,  in  effect,  allow 
for  all  other  department  use  of  the  account  balances  to  take  precedence  over 
care  and  maintenance  payments. 

As  discussed  above,  the  department  also  is  responsible  for  collecting 
per  diem  payments  for  the  care  of  patients  in  institutions.   If  there  are  no 
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available  resources,  there  Is  no  assessment,  but  tlie  patient  nevertheless 
receives  the  needed  care.   The  legislature  appropriates  money  to  the  depart- 
ment for  its  programs  from  general  fund  revenue,  and  this  is  the  reason 
reimbursements  are  deposited  to  the  General  Fund.   At  this  institution,  the 
department  is  foregoing  assessment  of  available  per  diem  so  that  money  will 
be  available  to  spend  on  placement  and  rehabilitation  programs  that  will  not 
need  to  go  through  the  state  budgeting  and  appropriation  process.   We  do  not 
agree  with  this  procedure.   Furthermore,  if  the  account  balances  were  depleted 
due  to  per  diem  assessments,  AFDC  related  patients  would  be  eligible  for  federal 
participation  at  approximately  67%.   From  department  files  regarding  a  foster 
care  placement,  we  read: 

"at  the  present  time,  (Patient  x)  has  $500  in  a  savings  account, 
and  $557  in  a  checking  account,  and  is  receiving  $93.47  a  month 
from  social  security.   (Foster  Care  Parent  A)  will  be  required 
to  submit  a  monthly  claim  to  the  institution  for  $105  a  month. 
When  (patient  x)  is  down  to  $500  or  less,  application  will  then 
be  submitted  to  the  Department  of  Public  Welfare  for  assistance." 

Under  the  new  procedures  there  will  be  more  money  in  the  account 
balance  to  draw  from,  which  will,  in  effect,  defer  the  time  when  federal 
participation  will  be  needed.   Consequently,  the  state  is  financing  a 
program  where  federal  participation  is  available. 

As  discussed  above,  we  believe  that  written  guidelines  should  be 
established  for  assessment  of  patient  account  balances  as  the  department 
has  attempted  to  do  for  this  one  institution,  but  we  believe  procedures 
should  be  institutionwide.   If  money  is  needed  to  place  the  patients  in 
foster  homes,  the  expenditures  should  be  budgeted  and  appropriated.   The 
present  procedures  circumvent  state  accountability  over  institution 
expenditures.   Care  and  maintenance  assessments  should  not  be  subservient 
to  other  programs  which  can  be  provided  for  through  the  legislative  process. 
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RECOMMENDATION 

We  recommend  that  the  department: 

1.  Refrain  from  giving  other  programs  precedence  over  its 
responsibility  of  assessing  and  collecting  per  diem 
payments . 

2.  Utilize  available  federal  participation  in  the  programs. 

POLICIES  AND  PROCEDURES  MANUAL 

Throughout  this  report  we  have  referred  to  instances  where  written 
guidelines,  procedures,  and  policies  should  be  established.   However,  we 
believe  that  the  need  exists  for  not  just  the  guidelines  and  formal  pro- 
cedures, but  for  a  manual  wherein  this  information  is  available  for 
reference  and  training.   Such  a  manual  would  organize  the  needed  guide- 
lines, procedures,  and  policies  in  a  convenient  and  workable  manner. 

RECOMMENDATION 

We  recommend  that  the  department  establish  a  policies  and  procedures 

manual  for  the  Reimbursements  Program. 
CONCLUSION 

We  have  reviewed  the  comments  and  recommendations  in  this  report  with 
the  director  of  the  Department  of  Institutions.   The  director  informs  us 
that  procedures  have  been  initiated  to  implement  several  of  the  recommenda- 
tions. 

We  wish  to  thank  the  director  and  his  staff  for  their  cooperation  and 
assistance. 

Respectfully  submitted, 


If/lcrtA^^^^A^T 


Morris  L.  Erusett 
Legislative  Auditor 


October  25,  1972 
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